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Economic Developments in Germany 


The economic situation in the Federal Republic of 
Germany has been comparatively stable during recent 
months. Since the end of last year, prices and wages 
have changed very little, and the rate of production has 
been fairly steady. The supply position of coal, which 
had been one of the main bottlenecks, is greatly im- 
proved. As a result of a substantial increase in the 
number of underground workers, and of the system of 
special bonuses paid to miners for extra output, intro- 
duced at the end of last year, coal production rose from 
an average of 383,000 tons per working day during the 
second half of 1951 to about 412,000 tons per day in 
the first half of February. Coal imports from the United 
States have been reduced, and the price of coal on the 
black and gray markets has fallen sharply. 

The volume of short-term bank lending to business 
and private customers continues to increase more rapidly 
than is desirable, despite the fact that the higher rates 
of interest and higher minimum reserve requirements 
established during the EPU payments crisis in the winter 
of 1950-51 have been maintained. But the expansion of 
credit has been neutralized to a great extent by an 
increase in savings. In December, January, and the 
first half of February, savings deposits rose by almost 
DM 500 million. Other voluntary savings are reflected 
in growing premium incomes of life insurance com- 
panies, deposits at the building and loan associations, 
bank deposits, and in hoards of notes and coin. 

The recent cash surpluses in the public budgets, 
resulting from an increase in tax revenues greater than 
the increase in expenditures, have also caused a level- 
ling off in demand. Since last August, public borrowings 
from banks have fallen considerably, while cash holdings 


Sterling Balances 

Overseas holdings of sterling balances, which increased 
from £3,743 million on December 31, 1950 to £4,168 
million on June 30, 1951, were reduced by £361 million 
in the second half of 1951. All of this decline was 
accounted for by repayments of £367 million to inde- 
pendent sterling area countries, whose total holdings at 
the end of the year were £1,825 million. The decline 
occurred despite the movement of about £50 million of 
British capital to the overseas sterling area. The only 
other significant movements in the second half of the 
year were a further increase, of £56 million, in colonial 


balances, which totalled £964 million on December 31, 
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of the public authorities have increased. Public budgets, 
therefore, have not caused any additional flow of money 
into circulation; on the contrary, they have tended to 
slow down the rate of expansion of the money supply. 
Germany’s balance of payments has shown a surplus 
on current account since last spring, because of the 
substantial surpluses with the EPU area; the EPU sur- 
pluses continued during the first two months of this year 
despite the reintroduction of liberalization by the Fed- 
eral Republic and the import restrictions imposed by 
the United Kingdom and France. Since last fall, how- 
ever, the deficit with the dollar area has been growing, 
as dollar imports have increased greatly whereas dollar 
exports have tended to decline. In addition, U.S. foreign 
aid is decreasing, while a considerable portion of Ger- 
man exports arises from barter or “switch” transactions 
and brings in no free dollars. Either because the goods 
are not available or because prices are high, it is difficult 
to obtain from the EPU area many of the imports which 
are now procured from the dollar area. As a result 
of the adverse development in the dollar balance, Ger- 
many’s gold and dollar holdings declined from $440 
million on September 30 to $330 million on February 25. 
The Bank Deutscher Lander emphasizes the importance 
of reducing the dollar gap by increasing dollar exports, 
especially by eliminating insofar as possible the “switch” 
and barter transactions in “dollar-worthy” goods. At- 
tempts must also be made to obtain imports from the 
EPU area instead of the dollar area. In the meantime, 
however, it will be essential to continue holding down 
internal demand, especially consumer demand. 
Source: Bank Deutscher Lander, Monthly Report, Frank- 
furt, Germany, January-February 1952. 


and a decline of £35 million in sterling held on American 
accounts, which is interpreted as a sign of American 
and Canadian fears of sterling devaluation. 
Non-sterling area balances have remained remarkably 
stable since 1948. They include £409 million of European 
balances, much of which is believed to be in unofficial 
hands, and unblocked Japanese balances of approxi- 
mately £100 million. If an agreement on sterling bal- 


ances is deemed to be a prerequisite of sterling con- 

vertibility, The Economist believes that it would need 

to be chiefly an agreement with Europe and Japan. 

Source: The Economist, London, England, April 12, 
1952. 
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Europe 
EPU Problems 


Dr. Guido Carli, chairman of the EPU Managing 
Board, has stated that, under the present EPU Agreement, 
a combination of creditor and debtor positions is pos- 
sible to such an extent that the Union’s dollar 
assets could be exhausted and therefore the operations 
of the Union terminated. This weakness could be cor- 
rected by decreasing quotas, by altering the dollar-credit 
rates within each quota, or by a new dollar contribution 
to the EPU working fund. This contribution might 
come either from the United States or from EPU mem- 
bers; however, since all EPU members are running a 
dollar deficit, any contribution from them would cause 
a further increase in this deficit. If EPU members do 
not pursue economic and monetary policies calculated 
to bring about equilibrium in their balances of payments, 
normal EPU operating conditions cannot be restored. 


Source: Banca Nazionale del Lavoro, Quarterly Review, 
Rome, Italy, October-December 1951. 


Ireland’s Budget 


To close the gap between expenditures of £101 million 
and revenues of £86 million in the Irish budget for 
1952-53, food subsidies are to be cut and higher taxation 
imposed. Subsidies on sugar, butter, and tea have been 
withdrawn, and subsidies on bread and flour reduced. 
The income tax has been increased by |s., to 7s. 6d. per 
&, the price of petrol has been increased by 4d., to 3s. 6d. 
a gallon, and additional taxes have been imposed on 
cigarettes, stout and whisky. At the same time reliefs 
have been provided for smaller income taxpayers, and 
children’s allowances, old age pensions, and unemploy- 
ment benefits have been increased. A program of capital 
investment totaling £35 million is dependent on the 
response to a new loan. 

Source: The Economist, London, England, April 12, 
1952. 


French Gold Prices and Black Market Exchange Rates 


Gold prices and black market quotations of foreign 
currencies in France have fallen well below the high 
figures reached in the second half of February and the 
first week of March. The decline, which began about 
March 6 or 7, was gradual at first, but then became 
quite sharp. Between February 22 and April 10, the 
napoleon dropped from 5,040 francs to 4,075 francs, 
and gold prices declined from 633,000 francs per kilo- 
gram to about 600,000. 

The black-market quotation of the dollar fell from a 
peak of 486 francs on March 3 to 398 francs on April 
10 (the rate on the official “free” market is 350 francs). 
This is the first time since last September that the dollar 
rate has fallen below 400. Similar sharp declines were 


recorded for other “hard” currencies, such as the Belgian 

and the Swiss franc. 

Sources: New York Herald Tribune, Paris, France, 
April 11, 1952, and quotations communicated 
to the Fund. 


Abolition of Netherlands Credit Controls 

The Netherlands Bank (Central Bank of the Nether- 
lands) has abolished, temporarily, the credit controls 
imposed upon private banks as of January 1, 1951. 
These controls had been established in order to make 
the official discount rates effective by limiting the excess 
reserves of the commercial and agricultural banks (see 
this News Survey, Vol. III, p. 198). The recent im- 
provement in the balance of payments is assumed to be 
one of the reasons for the removal of the controls. 

Favorable financial developments and the country’s 
satisfactory EPU position have resulted in the Govern- 
ment making an advance payment of $15 million on the 
six-year, 3 per cent loan of $195.5 million received from 
the Export-Import Bank of Washington in 1946; this 
advance payment will mean that the final installment of 
$30.7 million, which is due on December 31, 1952, will 
be reduced to $15.7 million. 
Sources: De Maasbode, Rotterdam, Netherlands, April 

2, 1952; The Journal of Commerce, New York, 
N. Y., April 11, 1952. 


Swiss-Yugoslav Trade 

The official Yugoslav press agency has stated that the 
strict rationing of exports in Switzerland has frequently 
prevented purchases by Yugoslavia, even when quotas 
were available and payment was assured. Also, Swiss 
exporters have sometimes insisted either on the payment 
of a 10 per cent export premium or payment in free 
exchange. Therefore, the Yugoslavs were compelled to 
ask for payment in free exchange, so that the operations 
of the clearing system have been severely reduced. The 
insistence of Swiss exporters that Yugoslav deliveries 
should be made simultaneously with the deliveries of 
Swiss goods also threatened to reduce trade to negligible 
proportions. 

The Swiss view, however, is that the stoppage of trade 
with Yugoslavia is due mainly to the fact that, as a 
result of long-term orders for Swiss machinery, there 
is now an outstanding debt of about 14 million Swiss 
francs, and further deliveries have to be limited until 
this debt is paid. As a result of their strong dollar 
position, Swiss importers have no inducement to pur- 
chase Yugoslav goods at prices above the world market 
level. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


March 26, 1952. 


Danish National Bank and Open-Market Operations 
During the last three years, the Danish Ministry ol 
Finance has been drawing on its ordinary overdraft 
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account with the National Bank. The largest overdraft, 
DKr 468 million, was recorded in December 1951, but 
since then there has been a substantial decline. In 
March, the Government reduced its overdraft account 
from DKr 299 million to DKr 42 million, by using 
proceeds from the sale of bonds to the National Bank. 
The Bank’s bond holdings that month rose to DKr 328 
million, from DKr 140 million. For the Ministry of 
Finance these transactions resulted in a consolidation 
of a short-term liability, but for the National Bank bond 
holdings were raised to such an extent that open-market 
operations can be conducted more effectively than pre- 
viously, when its holdings were small relative to the 
market supply. 

The Bank, by exchanging newly issued government 
bonds for older government and credit association bonds, 
is making an effort to have its bond portfolio as diver- 
sified as possible. The Bank may then be able to pre- 
vent irrational price differentials between the various 
types of bonds. In the long run, these measures may 
prove to be significant, since the Bank will have greater 
influence in shaping credit policy and will be able to 
counteract undesirable developments more rapidly and 
effectively. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, April 4, 1952. 


Productivity in Norwegian Manufacturing Industries 
According to the Norwegian Central Bureau of Sta- 
tistics, the average output per hour worked in Nor- 
wegian manufacturing industries, excluding iron and 
metal manufacturing and the printing industry, in 1950 
was 17.6 per cent above that in 1938, while the average 
output per worker was 14.9 per cent higher. Between 
1949 and 1950 both output per hour worked and output 
per worker rose by about 4 per cent. The greatest 
increase in output per hour worked was reported for the 
group “chemical, electro-chemical, oil and fat industries,” 
but the paper industry also showed a large increase. 
In the textile industry, output per hour worked dropped 
by some 2 per cent, but it was still about 24 per cent 
above the 1938 level. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 8, 1952. 


Norwegian Whaling Industry 

During the present whaling season in the Antarctic, 
which ended on March 5 according to the International 
Whaling Agreement, Norwegian whaling factories pro- 
duced 170,000 tons of oil. About 95,000 tons remains 
unsold, in contrast to last year when all the oil was sold 
before the ships returned. Because it has not been pos- 
sible to sell at profitable prices, the Norwegian whaling 
companies have decided to store the unsold quantity. 
The price of whale oil has declined by £20, from the 
December price of £120 per ton. 











The price decline does not seem to be due to an over- 
production of fats and oils, but mainly to the fact that 
large purchasers have withdrawn from the market. At 
the same time, the production of vegetable oil in the 
Philippines, Malaya, Ceylon, and Africa has increased. 
The market price for competing vegetable oil at present 
is about £90 per ton. 

The low prices for whale oil have led to the decision 
by some of the whaling companies with stations in New- 
foundland, Labrador, and Africa to close the stations 
for the coming season. At present prices, the Norwegian 
companies find it difficult to make a profit, and some of 
the companies are seriously considering the use of a 
few of the whaling ships for transporting oil. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 12, 1952. 


Foreign Aid to Greece 


Over-all foreign aid to Greece from October 1944 to 
December 1951 is estimated at the equivalent of 
US$2,287.2 million, including $76 million of unutilized 
balances of war credits advanced by Britain to Greece 
in 1940-41, the repayment of which was waived by 
Britain. The total figure, however, excludes direct mili- 
tary assistance extended to Greece by the United States 
from July 1950 to December 1951, since data on this 
assistance are not yet available. 

Of the total aid, an equivalent of US$1,575.8 million 
was extended for civilian uses and the rest for military 
purposes. U.S. aid accounted for $1,363.3 million of 
civilian aid and for $559.4 million of military assistance. 
Thus the U.S. share in postwar aid to Greece amounts 
to 84 per cent of the total; this percentage will be 
increased by the inclusion of military assistance from 
July 1950 to December 1951, which was extended by 
the United States alone. 


Source: Mutual Security Agency, Special Mission to 


Greece for Economic Cooperation, Press Re- 
lease, Athens, Greece, March 17, 1952. 


Soviet-ltalian Trade Agreement 


A trade agreement between Italy and the U.S.S.R., 
which replaces the agreement of December 1948, was 
signed in Rome on March 11. The agreement, which is 
made retroactive to January 1, will be valid for one year. 
Italian imports from the Soviet Union will include oil, 
manganese, asbestos, lumber, wheat, and anthracite coal; 
Italian exports will include citrus fruit, cork, and tex- 
tiles. About half of the agreed export of wheat has 
already been received. The Italian licensing system will 
be modified to facilitate the carrying out of the agree- 
ment. The contemplated value of both imports and 
exports is about one billion lire. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 15 and 26, 1952. 
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Middle East 
Egypt’s Sterling Balances 
The British Government has announced that it is 
releasing £10 million from Egypt’s No. 2 account to its 
No. 1 account under Article 3(2) of the Sterling Re- 
leases Agreement of July 1, 1951. Earlier this year, 
£5 million was released under Article 3(3) of the 
Sterling Releases Agreement (see this News Survey, Vol. 
IV, p. 233). Sterling still remaining in the No. 2 account 
is estimated at £180 million. 
Sources: Al Ahram, Cairo, Egypt, April 6, 1952; The 
Journal of Commerce, New York, N. Y., April 
7, 1952. 


Control of Gold Imports in Egypt 

The Egyptian Ministry of Finance has ordered that 
all traders who wish to import gold should submit appli- 
cations to the authorized banks and that all applications 
should be transferred to the Central Exchange Control 
for consideration. This measure has been taken because 
of (1) the outflow of capital resulting from over-valua- 
tion of gold imports, averaging LE 14 million net 
annually, (2) the decrease in Egypt’s transferable 
sterling balances, (3) the slackening of cotton exports, 
and (4) the balance of payments deficit. The measure 
is expected to cause an increase in gold prices in Egypt. 
Sources: Al Ahram, April 3 and 6, 1952, and L’Observa- 

teur, April 10, 1952, Cairo, Egypt. 


Turkey’s Trade with West Germany 

Trade between Turkey and the Federal Republic of 
Germany has expanded substantially since it was re- 
sumed in 1949. The value of German exports to Turkey 
in the first nine months of 1951 was DM 322 million, 
almost twice the value in the corresponding period of 
1950; and German purchases from Turkey rose from 
DM 99.1 million to DM 235 million, with cotton and 
cotton waste accounting for about two thirds of the 
1951 total.. Other purchases by Germany included, pri- 
marily, barley, tobacco, fruit, and chrome. German 
exports to Turkey were rather evenly divided between 
steel products, agricultural machines, cotton textiles, 
electric goods, and automotive products. Turkish trade 
liberalization measures have encouraged exports of 
German machinery to Turkey, and sales have expanded 
sharply, although the competition of American, British, 
and Italian firms has been much stronger than in pre- 
war years, 
Source: The Journal of Commerce, New York, N. Y., 

April 7, 1952. 

Palestine Currency 

Palestine currency has now ceased to circulate as legal 
tender, and the old Palestine Currency Board is to be 
dissolved. 


Source: The Economist, London, England, April 12, 
1952. 


New Regulation for Foreign Companies in Syria 








Under a new Syrian law, No. 151, foreign companies 
must register with the Ministry of National Economy 
before they can open branches in Syria. Companies in 
which foreign governments are shareholders must receive 
a special license from the Council of Ministers. The 
agents of foreign companies operating in Syria must be 
either Syrian nationals or a Syrian commercial com- 
pany. Syrian nationals must own at least 51 per cent 
of the partnerships and two thirds of the limited liability 
companies established in the country, and the president 
and the majority of directors of a company must be 
Syrians. 


Source: L’Observateur, Cairo, Egypt, April 4, 1952. 


Immovable Properties Tax in Iraq 
The Iraqi Chamber of Deputies has passed ‘a bill’ re- 
ducing the tax on immovable properties from 12.5 per 
cent to 10 per cent. 
Source: The Iraq Times, Baghdad, Iraq, February 29, 
1952. 


National Bank of Pakistan 

In its 1951 report, the National Bank of Pakistan 
states that paid-up capital increased from PRs 5.8 
million in 1950 to PRs 15.0 million in 1951, deposits 
from PRs 64.4 million to PRs 200.8 million, advances 
from PRs 47.7 million to PRs 208.9 million, and profits 
from PRs 0.3 million to PRs 2.3 million. The number 
of branches of the Bank increased from 16 in 1950 
to 29 in 1951, with one branch being opened at Jiddah, 
Saudi Arabia. By the end of 1951, the PRs 25 paid-up 
share was quoted on the stock market at about PRs 31. 


Source: Dawn, Karachi, Pakistan, April 6, 1952. 


Pakistan Jute Production and Export Quotas 

Pakistan’s Ministry of Agriculture has estimated the 
total yield of raw jute in 1951 at 6,331,000 bales. of 
400 pounds each, or 42.2 per cent above 1950. The area 
under jute in 1951 is estimated to have been 42.3 per 
cent more than in 1950. 

The Government of Pakistan has announced a quota 
of 380,000 tons for raw jute exports during 1951-52. 
The quotas for principal customer countries are: India, 
145,000 tons; Great Britain, 60,000 tons; France, 36,000; 
Germany, 35,000; Italy, 25,000; Belgium, 22,000; and 
Japan, 10,000. 

Source: The Journal of Commerce, New York, N. Y., 
April 14, 1952. 


Far East 
Tea Prices in Ceylon 


Prices at the Colombo tea auctions in the first week 
of April declined to about 1s. 914d. a pound for common 
tea. Since an over-all price average of 2s. 3d. is needed 
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to meet production costs for Ceylon as a whole, a large 

number of estates are producing at a loss. Therefore, 

tea circles in Ceylon are calling for the Government to 

reduce or remove the tea export duty. 

Source: The Financial Times, London, England, April 
5, 1952. 


Exchange Control in Thailand 

On March 19, Thailand’s Ministry of Finance an- 
nounced that remittances abroad in the form of foreign 
currencies, foreign exchange, letters of credit, or other 
securities will not be permitted without the approval 
of the Ministry. Transactions for normal trading and 
banking services, payment of loans, and proceeds of in- 
vestment are not affected by this new regulation. Since 
the announcement was made, there has been speculative 
buying of dollars and sterling for hoarding as it is ex- 
pected that the exchange rate will rise above the present 
level of 45 baht per pound sterling in the free market. 
Source: Far East Trader, New York, N. Y., March 26, 

1952. 


U.K.-Japan Trade Payments 

Japan and Britain are reported to be negotiating for 
a revision of their payments agreement. It is reported 
that if Japan cannot obtain a re-insertion of the dollar 
clause, she will require certain changes. One is that 
Hong Kong be treated as outside the sterling bloc, and 
that payment for Japanese exports to Hong Kong be 
made in U. S. dollars, or on open account. In addition, 
Japan is expected to demand (1) that her exports to the 
sterling area be limited to the level of imports that she 
can obtain from that area, and (2) that Britain place 
an embargo on the re-export of Japanese goods from the 
sterling area to the dollar area. 
Source: Far East Trader, New York, N. Y., March 26, 

1952. 


Japanese Reparations Plants to be Released 

The Japanese Reparations Agency has announced that, 
under a SCAP memorandum of March 18, privately- 
owned plants and facilities in Japan, which had been 
designated for dismantling and distribution as repara- 
tions, will be released simultaneously with the coming 
into effect of the Japanese Peace Treaty, unless they are 
being used by the Occupation Forces for producing mate- 
rials essential for the Korean war. At present almost 
900 “reparations” plants and facilities are under the 
control and custody of the Occupation Authorities; 724 
of them are private property and 154 government prop- 
erty. Except for some 20 privately-owned plants and the 
state-owned plants that are being used by the Occupation 
Forces and will continue to be used by the U. S. Garrison 
Forces, all privately-owned reparations plants and facil- 
ities will, in principle, be returned to the Japanese owners. 
Source: Far East Trader, New York, N. Y., April 2, 1952. 





Taiwan's Cotton Products Requirements 

Taiwan’s minimum needs, both civilian and military, 
for cotton yarns are estimated at 86,000 bales a year. 
To produce this amount of yarn, it is estimated that 
115,165 spindles are required. Up to February 1952 
the number of spindles in actual operation was 89,200. 
Production of cotton yarn by domestic mills of varying 
efficiency averages 5,000 bales a month. 

Cotton yarn imports in 1951 amounted to 1,145,000 
kilograms, compared with 879,000 in 1950, and imports 
of cotton piece goods totaled 21 million meters, against 
58 million in 1950. The combined value of imports of 
cotton yarn and cotton piece goods was US$8.2 million, 
or 9.7 per cent of total imports, compared with US$13.2 
million, or 14.4 per cent of total imports, in 1950. 
Source: Bank of China, Monthly Economic Review, 

Taipeh, Taiwan, March 1952. 


Taiwan’s Agricultural Production 

Taiwan’s agricultural production in 1951 was valued 
at US$354 million, a gain of $62 million over 1950 out- 
put. Increased food production accounted for $46 mil- 
lion of this gain. For 1952, the value of total agricul- 
tural output is estimated at $399 million. 
Source: Chinese News Service, Press Release, New York, 


N. Y., April 1, 1952. 


Indonesia-Norway Trade Agreement 
A trade agreement between Indonesia and Norway, 

effective as of January 31, 1952, provides for the ex- 

change of Indonesian copra, rubber, peanuts, and other 

products for Norwegian paper, cellulose, cod liver oil, 

and fishing equipment. 

Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., April 7, 
1952. 


United States and Canada 
U.S. Corporate Profits in 1951 


A tabulation of financial statements for more than 
3,400 corporations, with sales totaling about $200 billion, 
shows that sales in 1951 were 15 per cent greater than in 
1950, while net profits declined 7 per cent. The main 
factor in the decline was a sharp rise in federal income 
taxes; in the manufacturing industries these taxes took, 
on an average, 58 per cent of net operating income in 
1951, compared with 46 per cent in 1950. Other factors 
affecting profits were shortages of raw materials, curtail- 
ment of production, and changes in costs and selling 
prices. Expressed as a percentage return on net assets 
(total assets less liabilities), corporate profits declined 
from 13.4 per cent to 11.4 per cent. 

Among the major industrial groups, the 1950-51 change 
in corporate profits varied from an increase of 7 per cent 
for 73 mining companies to a decline of 17 per cent for 
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197 trade concerns. The 1,763 manufacturing companies 

as a whole showed a decline of 8 per cent. Substantial 

increases were reported, however, by the petroleum, 

rubber, machinery, and railway equipment companies. 

Source: National City Bank of New York, Monthly Letter, 
New York, N. Y., April 1952. 


U.S. Consumer Spending Survey 


Consumers expect to continue saving at recent high 
levels and to spend moderately throughout 1952, accord- 
ing to the results of a survey of consumer plans released 
by the Board of Governors of the Federal Reserve System. 
The survey is the seventh in an annual series conducted 
for the Board by the Survey Research Center of the 
University of Michigan. 

Consumers are highly price conscious; 60 per cent 
of those who revealed their spending plans believe that 
1952 is not the right time to buy large items, such as 
automobiles and refrigerators. Buying plans suggest, 
however, that the number of new houses which will be 
purchased in 1952 is about the same as last year, pro- 
vided that materials, price, quality, and credit factors do 
not change significantly. Nearly half of all the consumers 
interviewed still consider U.S. savings bonds the best type 
of investment, but their popularity has declined slightly 
since 1951. The number of consumers indicating a 
preference for bank deposits and common stocks was 
slightly greater than last year. The chief reasons for 
preferring bank deposits were liquidity, safety, and 
interest return; for preferring common stocks, high in- 
come return and protection against inflation. 

Source: The Journal of Commerce, New York, N. Y., 
April 10, 1952. 


U.S. Price Ceiling Increases 

The U. S. Office of Price Stabilization (OPS) has an- 
nounced a decision to allow manufacturers to apply for 
higher price ceilings if their profit position is declining 
because the volume of production has fallen below 
“normal economical capacity.” If an applicant’s price 
ceiling is in line with those of competitive sellers, how- 
ever, a price adjustment will not be granted. 

The action is not designed to cope with the larger prob- 
lem of a production cutback that might result from 
materials restrictions authorized by the National Produc- 
tion Authority. If such a situation develops on a broad 
scale, OPS will deal with the problem separately. 
Source: The Journal of Commerce, New York, N. Y., 

April 16, 1952. 


Canadian Tourist Deficit in 1951 

In 1951 Canada had a $9 million deficit on account of 
tourism, the first deficit ever recorded in its tourist ac- 
count. The shift from a surplus of $49 million in 1950 
was accounted for mainly by an increase from $193 mil- 
lion to $246 million in Canadian expenditures in the 








United States, resulting from the relaxation of exchange 
restrictions on tourist expenditure in the United States. 
Source: The Gazette, Montreal, Canada, April 4, 1952. 


Canadian Budget Estimates for 1952-53 


Canadian Dominion Government expenditures in 1952- 
53 are estimated at $4,336 million, and they may be as 
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high as $5,000 million. The original estimates for 1951- 
52 (which exclude supplementary estimates still to be 
submitted) were $3,731 million. Estimated defense ex- 
penditures for 1952-53 are estimated at $2,106 million, 
an increase of 22 per cent over. the original estimates 
of $1,728 million for 1951-52. They include $324 million 
for Mutual Aid to other NATO countries. Non-defense 
expenditures are estimated at $2,230 million, against 
$2,003 million in 1951-52. The increase is accounted for 
by the new old age security program, which will cost 
$322 million. The public works estimates rose by only 
$8 million, to $107 million. (All figures in Canadian 
dollars. ) 


Source: The Gazette, Montreal, Canada, March 20, 1952. 


Canadian Gross National Expenditure 


Data of the Dominion Bureau of Statistics indicate 
that gross national expenditure, expressed in terms of 
constant (1935-39) dollars, rose from Can$4,548 million 
in 1926 to Can$10,178 million in 1950, an increase of 
more than 120 per cent. About one fifth of the gain 
took place between 1926 and 1928; the remaining four 
fifths, an increase in output of 90 per cent, was achieved 
during the war and postwar years. Between 1938 and 
1945 real national expenditure rose by 78 per cent, and 
between 1945 and 1950 by 9 per cent. There was a 
further increase of 5 or 6 per cent in 1951 (see this 
News Survey, Vol. 1V, pp. 265-66). 

Output rose at an average annual rate of about 3 per 
cent per annum between 1928, the last prewar year of 
relatively full employment, and 1950; on a per capita 
basis the increase averaged 1.3 per cent. The pattern of 
expenditure changed considerably over the same period. 
Personal consumption absorbed about the same propor- 
tion of the total in 1950 as in 1928 (67 per cent as 
against 66 per cent), which represents an increase of 
38 per cent in real consumption per capita. Domestic 
investment, on the other hand, fell from 23 to 20 per cent, 
although in absolute terms the volume of resources de- 
voted to capital formation rose by 65 per cent. Exports 
and imports both declined in relative importance, falling 
from 26 and 27 per cent, respectively, of the national 
expenditure to 20 and 21 per cent. 

Sources: Dominion Bureau of Statistics, National Ac- 
counts Income and Expenditure 1926-1950, and 
Daily Bulletin, February 7, 1952, Ottawa, 
Canada. 


Latin America 


New Enterprises in Mexico 


During 1951, 29 new enterprises with capital of over 
1 million pesos each, and 21 with capital of between 
750,000 and 1 million pesos each, were established in 
Mexico. In addition, there were 65 other enterprises 


established, with combined capital of somewhat more 
than 1 million pesos. The new enterprises were mainly in 
metallic goods, textiles, rubber and plastics, paper, 
machinery, leather goods, iron and steel, chemicals, and 
construction. 


Source: Excelsior, Mexico, D.F., April 5, 1952. 


Guatemalan Agricultural Census 

Guatemala’s agricultural census of 1950 indicates that 
farms of less than 5 manzanas (1 manzana — about 1.7 
acres), which account for 76 per cent of the total number 
of farms, covered only 10 per cent of all cultivated land. 
The larger farms of over 1 caballeria (about 111.5 acres), 
on the other hand, accounting for only 2.2 per cent of 
the number of farms, covered 70.6 per cent of the culti- 
vated land. This concentration of cultivated lands in a 
few hands is generally found to be more interise in flat 
and fertile zones, and in inaccessible areas. In the less 
fertile areas, the distribution is more even. 

Land used for coffee and fruit cultivation accounted 
for 4 per cent of the total; pasture land for 15.7 per cent; 
land for other crops, 23.9 per cent; forests and uncleared 
lands together, 35.6 per cent; and fallow land, 10.1 per 
cent. 


Source: Direccién General de Estadistica, Boletin, 
Guatemala City, Guatemala, October-December 


1951. 


Credit Facilities for Ecuadoran Textile Industries 

Under a resolution, dated March 7, 1952, of the 
Monetary Board of the Ecuadoran Central Bank, textile 
manufacturers may secure loans from the Central Bank 
and Development Banks up to 60 per cent of the value 
of their finished products and for a maximum period of 
180 days. The measure is designed to alleviate unem- 
ployment and marketing difficulties in the textile industry. 
Last December the Government had authorized imports 
of up to 40,000 quintals of cotton free of customs duties 
and other taxes, in order to supplement the domestic 
supply of raw cotton. Textile manufacturers and workers 
have requested the Government to ban, temporarily, im- 
ports of foreign textiles that compete with domestic 
products. 
Sources: El Comercio, Quito, Ecuador, March 9, 12, and 

17, 1952. 


Increase in Peru's Textile Tariffs 

By Supreme Decree of February 12, 1952, the Peruvian 
Government raised import duties on various textile. prod- 
ucts, in order to protect the domestic textile industry 
which has been having marketing difficulties. Several 
of these items appeared in the list of Peru’s concessions 
under GATT, but Peru had reserved its right to raise cer- 
tain duties within specified limits. 
Source: Camara de Comercio de Lima, Boletin Semanal, 

Lima, Peru, February-March 1952. 
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Uruguayan Import Control and Exchange Rates 


On April 15 the Uruguayan Government announced 
the suspension of import affidavits from all countries, 
thus reimposing the system of prior license for all 
imports. This is a further step in a series of moves 
directed toward controlling imports according to the 
availability of external reserves (see this News Survey, 
Vol. IV, p. 314). 

These measures were followed by weakness in the peso 
quotations in the free exchange market. The exchange 
houses were quoting a 7 peso sellers’ rate for sterling on 
April 16, compared with 6.90 pesos on April 4; the dollar 
rate increased from 2.92 pesos to 2.94 pesos. 

The tightening of import controls and the continuous 
weakening of the peso in the free market are mainly the 
result of (1) the failure to move basic exports, such as 
wool, hides and skins, because of the slump in world 
markets for these products, and (2) the extraordinarily 
high level of imports in 1951, which caused a substantial 
decline in reserves. 

Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., April 14, 1952; 
The Journal of Commerce, New York, N. Y., 
April 16, 1952. 


Other Countries 
New Zealand Interest Rate Policy 


Transactions during recent months in the New Zealand 
Government’s £10 million 3 per cent loan—which was 
oversubscribed in June 1951 by more than £3 million— 
have been at prices which gave a yield on redemption of 
slightly more than 4 per cent. This led to the view, 
expressed in financial circles, that any further govern- 
ment borrowing would have to be at a higher rate than 
3 per cent. It has now been announced that no further 
government public loan is expected this year, and that it 
is not proposed to increase the maximum rates which will 
be approved for issues of debentures or mortgages, the 
maximum dividends on preference shares, or the maxi- 
mum rates at which local authorities are authorized to 
borrow for capital purposes. The Government has de- 
cided to set up a Capital Issues Committee to advise on 
the approval of applications for new capital issues (in- 
cluding shares, debentures, and mortgages) exceeding 
£10,000 in any one twelve-month period. By these 
means it is intended to relieve the upward pressure on 
interest rates. 

Approvals of new capital issues increased from 
£10,300,000 in 1949 and £12,100,000 in 1950 to 
£28,100,000 in 1951. This abnormal increase in the 
competition for inadequate investment money has tended 
to force up the general level of interest yields. The 
measures now announced are designed to reduce the 


excess demand for labor and materials, which was the 

essence of inflation. 

Source: New Zealand Herald, Auckland, New Zealand, 
April 4, 1952. 


South African Vehicle Imports 

The 1952 dollar allocation to the South African motor 
industry has been cut from about £14.5 million to £12 
million, and the sterling allocation from about £12.5 mil- 
lion to £11.25 million. Because of the demand for heavy 
transport and the partial relaxation of the Motor Trans- 
port Act, heavy transport may be given a greater share 
of the new allocations. Although the cuts are about 
20 per cent in terms of dollars and 10 per cent in terms 
of sterling, the reduction in the volume of imports will 
be far more than 20 per cent since there has been an 
increase of about 10 per cent in prices in the past year 
and further increases are expected. The currency alloca- 
tion for spare parts has been cut from £7.3 million to 
£7 million. 
Source: Cape Times, Cape Town, Union of South Africa, 

February 15, 1952. 


Tangier Sterling Rates 

The International Bank of Tangier reports the follow- 
ing rates for transferable account sterling (in dollars per 
pound sterling) : £ Spanish account, $2.45-2.48; £ French 
No. 1 account, $2.46-2.48; £ Portuguese account, 
$2.44-2.47. 
Source: New York Herald Tribune, Paris, France, April 

5, 1952. 


Corrigendum 


According to information received from the Royal 
Afghan Embassy in Washington, current buying rates 
are 16.08 afghanis per U. S. dollar and 47.04 afghanis 
per pound sterling; selling rates are 16.71 afghanis per 
U. S. dollar and 47.65 afghanis per pound sterling. This 
information corrects the report in this News Survey, 
Vol. IV, p. 274, taken from the Pakistan newspaper 
Dawn, which indicated a change in Afghanistan’s ex- 
change rate system. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Office 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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